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DATE : October 11, 2016

RE: P ropose d Orde r To Ce a se  And De s is t And Orde r For Adminis tra tive  P e na ltie s ,
Docket No. S-209'75A- 16-0208

Jodi Jericho, Executive Director

Please find attached 8a proposed Order to Cease and Desist and Order for Administrative Penalties
("Orde r") a s  to Gre gory McCla in. In April 2016, Ge orgia  re s ide nt Gre gory McCla in ("McCla in")
offe re d  unre gis te re d  s e curitie s  a nd  offe re d  to  provide  inve s tme nt a dvis ory s e rvice s  for
compensa tion in Arizona . McCla in published adve rtisements  on Cra igs lis t soliciting inves tments
of a t le a s t $5,000. McCla in's  offe r involve d ince ntive  fe e s  ra nging from 30% to 50% a nd cla im
to be  able  to gene ra te  re turns  in excess  of 20% pe r month. McCla in misrepresented the  leve l of
risk to potentia l investors , and fa iled to disclose  tha t his  trading s tra tegy resulted in prior investors
los ing nearly ad] of the ir investments . McCla in has  not been regis te red with the  Commission as  a
securities  sa lesman, dea le r, investment adviser, or investment adviser representa tive . In addition,
the  inves tments  offe red by McCla in were  not regis te red with the  Commiss ion.

On June 28, 2016, the  Securities Division filed a  Temporary Order to Cease  and Desist and Notice
of Opportunity for Hearing aga ins t McCla in. McCla in was  se rved on August 3, 2016, and has  not
filed a  Request or Answer.

44-1991 and 44-3241 by making ulltrue statements of material fact or omitting to state  material facts
tha t were  necessary in order to make the  sta tements made not misleading. Accordingly, the  Order
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re quire s  McCla in  to  ce a s e  a nd  de s is t from vio la ting  the  S e culritie s  Act a nd  Inve s tme nt
Management Act, and to pay an adminis tra tive  pena lty of $12,000. The  Divis ion is  not aware  of
a ny Arizona  re s ide nts  in this  ma tte r re quiring a n Orde r of Re s titution. The  S e curitie s  Divis ion
believes the  proposed Consent Order is  appropria te  to protect the  public welfare .

F

, r

Originator: Chris  Nichols
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BEFORE THE ARIZONA CORP ORATION COMMIS S ION

COMMISSIONERS

DOUG LITTLE - Chairman
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

In the  ma tte r of:

GREGORY ALLEN MCCLAIN,

Respondent.

3
) DECIS ION NO. __
)
) ORDER TO CEASE AND DESIST AND
) ORDER FOR ADMINIS TRATIVE

_ .) P ENALTIES

On June 28, 2016, the Securities Division ("Division") of the Arizona Corporation Commission

I.

FINDINGS OF FACT

Respondent Gregory Allen McClain ("Mcclain") is a resident of Cobb County, Georgia.

McClain is not registered with the Commission as a securities salesman, securities

1

2

3

4

5

6
7 ) DOCKET no. S-20975A-16-0208

8

9

1 0

12 ("Commission") filed a Temporary Order to Cease and Desist and Notice of Opportunity for Hearing

13 against Respondent GREGORY ALLEN MCCLAIN.

14 On August 3, 2016, Respondent GREGORY ALLEN MCCLAIN was served. GREGORY

15 ALLEN MCCLAIN did not file  a  Reques t for Hearing or an Answer to the  Notice  within the

16 respective tiling deadlines and has not filed a Request or Answer as of the date of this filing.

1 7

1 8

1 9 1 .

2 0 2 .

2 1

2 2

23

24

25

dealer, investment adviser, or investment adviser representative.

3. At all relevant times, McClain was the sole managing member, CEO, treasurer, and

secretary of Harrows Investment Group, LLC ("HIG"), a Georgia limited liability company dissolved

in 2012.

26

4. At all relevant does, McClain has been the CEO, treasurer, and secretary of Hannown,

LLC ("Harmon"), an active Georgia limited liability company.

|
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1 5.

2

3

In or around the summer of 2011, McClain and HIG published an advertisement

("Advertisement 1") on Craigslist.org, an online medium for offering goods and services.

Advertisement l solicited money for investment and guaranteed a return of 10% to6.

4 30% per month.

7.5

6

A California resident ("Investor l") responded to Advertisement 1.

During subsequent communications with Investor 1, McClain and HIG guaranteed

7 that they would reimburse Investor l for any losses he might sustain.

9.8 Based on McCla in's  and HIG's  guarantees , Investor 1 invested $10,000 with McCla in

9

10 10.

11

12

13

a nd HIG on Augus t 17, 2011 .

At McC1a in 's  a nd HIG's  ins truc tion, Inve s tor 1  ope ne d a n a ccount with  a n online

broke ra ge  firm a nd ga ve  McCla in a nd HIG the  a uthority to tra de  with his  inve s tme nt funds .

11. By Octobe r 2011, McCla in a nd HIG ha d los t mos t of Inve s tor 1's  inve s tme nt.

Inve s tor 1 withdre w the  re ma ining $1,340 on Octobe r 11.

McCla in a nd HIG ne ve r re imburs e d Inve s tor 1 for the  los s e s  he  s us ta ine d.

12.

14 13.

15 14.

16

On April 17, 2012, a  Georgia  re s ident ("Inves tor 2") inves ted $10,000 with McCla in

and HIG afte r they guaranteed Investor 2 tha t they would genera te  profit for him.

17 15. Inve s tor 2 inve s te d by cre a ting a nd funding a n a ccount with a n online  broke ra ge  firm

18 and giving McCla in and HIG authority to trade  with his  inves tment funds .

16.19

20 17.

By June  1, 2012, McCla in and HIG had los t most of Inves tor 2's  inves tment.

On June  13, 2012, Investor 2 withdrew the  remaining $1,923.17 from his  account.

21 18. In July2014, McCla in and Harmon published a  new adve rtisement ("Advertisement

22

23

2") on Craigslist.

19. Advertisement 2 solicited investments of at least $5,000 and guaranteed a 20% return

24 each month.

25 20. Advertisement 2 also stated that if the account lost money, the investor would be

26 e ntitle d to re imburs e me nt.

2
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1 21. A Nebraska resident ("Investor 3") responded to Advertisement 2.

2 22. Based on McClain's and Harmon's guarantees, Investor 3 invested $10,000 with

3

4 23.

5

McClain and I-Iarmown on August 13, 2014.

At McClain's and Harmon's instruction, Investor 3 opened an account with an

online brokerage firm and gave McClain and Harmon the authority to trade with his investment

funds.6

7 24. By mid-S e pte mbe r 2014, McCla in  a nd  Ha rmon ha d  los t mos t of Inve s tor 3 's

8 inves tment.

9 25.

1 0 26.

Inves tor 3 withdrew the  rema ining $3,725 from his  account on September ll.

McCla in and Harmon neve r re imbursed Inves tor 3 for the  losses  he  sus ta ined.

11

1 2

13

27. In J uly 2014, McCla in and Ha rm o n  p u b lis h e d another advertisement

("Adve rtis e me nt 3") on Cra igs lis t. Adve rtis e me nt 3 wa s  publis he d in the  Cra igs lis t cla s s ifie ds

directed towards  res idents  of Phoenix, Arizona .

14 28. Adve rtis e me nt 3 wa s  title d "20% RETURN OR I'LL GIVE YOU $500! !! (GA)" a nd

15 solicited inves tment funds  for currency trading.

1 6 29. Advertisement 3 s ta ted "I am a  fids  manager and am looking for the  right people  to

17 grow With."

18 30.

19

Advertisement 3 a lso represented that "The maximum risk to the  account will be  10%,

but in an e ffort to build cliente le  fas te r, I am offe ring new clients  the  opportunity to invest essentia lly

20 risk fre e .

21

97

Advertisement 3 a lso s ta ted tha t, "if a t any time  your account is  nega tive  10%, I will

22

31 ,

fully re fund tha t a mount."

23 32.

24

25

On July 18, 2014, an Arizona  re s ident working unde rcove r for the  Divis ion ("UC l")

re sponded to Advertisement 3 via  email. The  email reques ted additiona l information rega rding the

na ture  of the  inves tment and the  ability to withdraw funds .

26

3
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1 33.

2

3

4 34.

5

6

7 35.

8

9

10

11

12

On July 19, 2014, McCla in re sponde d on be ha lf of Ha nnown to the  July 18 e ma il

from UC 1. McCla in's  and Harmon's  response  s ta ted tha t the  inves tment a rrangement was  "a  ve ry

unique  s tructure  focus ing on prote cting inve s tme nt ca pita l ...."

The  July 19 ema il to UC I a lso repre sented tha t "a  $5k inves tment would expect to

yie ld a  re turn of $12k-$18k in one  yea r (20%-30%)" and tha t the  inves tment was  subject to a  30%

incentive  fee  based on the  rea lized profits  for each month.

The  July 19 e ma il to UC 1 a lso provide d UC 1 with ins tructions  a s  to comme ncing

the  inve s tme nt. According to the  e ma il, UC 1 wa s  to se t up a  ma na ge d a ccount with Inte ra ctive

Brokers  "which a llows [Respondents ] to trade  on [UC 1's ] beha lf while  a lso trading othe r accounts

under one  pla tfonn with proportions  be ing divided automatica lly according to account s ize ."

36. In the  July 19, email, Respondents a lso represented that "the  risk structure  that I have

in place  is  se t up to a llow the  principle  [s ic] investment to remain intact while  20% - 30% re turns  a re

13 targeted."

14 37. The  J uly 19 e ma il a lso re ite ra te d Re sponde nts ' promise  to re fund a ny los s  a t the  e nd

15 of 90 da ys , a nd imme dia te ly re fund a ny los s  of 10%.

38 .16 In a ddition, the  J uly 19 e ma il re que s te d a  one -ye a r commitme nt from UC 1.

17 39.

18

19 40.

20

On J u ly 23 , UC 1  re s ponde d  to  McCla in  a nd  Ha rmon  via  e ma il. The  e ma il

expressed UC 1's  intent to invest $5,000 and requesting documenta tion regarding the  investment.

On July 23, McCla in re sponded to UC 1 on beha lf of Ha rmon via  ema il. The  ema il

confirme d tha t the  a gre e me nt would be  docume nte d a nd a tta che d the  Ha rrows , LLC Curre ncy

21 Trading Agreement ("the  Agreement").

41 l22 The  Agre e me nt ide ntifie s  Ha rmon a s  the  "Ma na ge r" a nd McCla in a s  the  "As s e t

23 Manager."

42.24

25

The  Agre e me nt a uthorize s  Ha rmon to us e  the  inve s tor's  mone y to  e nga ge  in

currency trading, and provides  tha t Hannown sha ll rece ive  a  30% commission on a  monthly basis .

26

4
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1 43. The Agreement provides that "Client authorizes Manager to act on Client's behalf to

2 buy, se ll, and trade  in the  currency marke t."

44.3 The  inves tment contract offe red by McCla in and Harmon to UC I was  not regis te red

4 with the  Commission as  a  security.

5 45.

6

7

8

Ne ithe r McCla in nor Ha rmon dis clos e d to UC 1 tha t a t, a s  of J uly 2014, McCla in

had previous ly ente red into a  s imila r agreement with Inves tors  1 and 2, and tha t McCla in had los t

most of the ir inves tment money.

Ne ithe r McCla in nor Ha rmon dis clos e d to  UC 1 tha t McCla in ha d promis e d to46.

9 re imburse  Investor 1 for any losses  he  susta ined, but la te r fa iled to sa tisfy this  promise .

1 0 47. Ne ithe r McCla in nor Ha nnown inquire d a s  to UC l's  fina ncia l circums ta nce s  or

whether UC 1 was an accredited investor.

12 48. In or a round April 1, 2016, McCla in publishe d a nothe r a dve rtise me nt on Cra igs lis t

1 3 ("Advertisement 4").

1 4 49. Advertisement 4 was published in the  Craigslis t classifieds directed towards residents

15 of Phoenix, Arizona .

50.1 6

1 7

1 8

Advertisement 4 is  titled "$5,000" and s ta te s  tha t McCla in is  "looking for short te rm

arrangements  with people  who can invest $5000 or more  for 2-4 weeks."

51. Advertisement 4 a lso s ta te s  tha t McCla in is  "focused on ra is ing a s  much capita l a s

19 poss ible ."

20 52. Adve rtis e me nt 4  furthe r provide s  tha t "I will double  the  a mount of your in itia l

2 1 inves tment within tha t time  frame  and my fee  will be  50% of the  rea lized profits ."

22 53. On April 21, 2016, a n Arizona  re s ide nt working unde rcove r for the  Divis ion ("UC

23 2") ca lled McCla in in re sponse  to Advertisement 4.

24 54. Over the  next few days , McCla in and UC2 exchanged Voicemails  providing contact

25 information to each other.

26

5
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1 55.

2

3

On April 26, 2016, McCla in sent an ema il to UC 2 rega rding the  inves tment offe red

in Adve rtise me nt 4. According to the  e ma il, UC 2 would cre a te  a n a ccount with a n online  broke r

and pe rmit McCla in to trade  on UC 2's  beha lf.

4 56.

5

In the  April 26, 2016 e ma il, McCla in re pre s e nte d tha t "My goa l will be  to double

your account in 2 weeks, but it will genera lly happen within a  2-4 week period." McCla in a lso s ta ted

in the  email tha t, under the  a rrangement, he  would be  entitled to 50% of UC 2's  profit a t the  end of6

7 each month.

8 57.

9

10 58.

11

1 2

UC 2 re sponded to McCla in's  ema il on April 26, 2016. The  ema il to McCla in s ta ted

tha t UC 2 would like  to inves t but was  inexperienced with trading.

On April 27, 2016, McCla in re s ponde d UC 2 via  e ma il. The  e ma il to UC 2 s ta te d

tha t McCla in would se t up an account for UC 2 with a  broker and tha t UC could transfe r the  money

via  PayPa l or wire  transfe r.

59.13 On April 28, 2016, UC 2 re s ponde d to McCla in via  e ma il. The  e ma il to McCla in

sta ted tha t UC 2 intended to invest $10,000 and prefe rred to tender the  investment money via  wire14

1 5 trans fe r.

16 On April 28, 2016, McCla in re s ponde d to  UC 2 via  e ma il. The  e ma il provide d

informa tion to fa cilita te  the  wire  tra ns fe r, including McCla in's  ba nd( na me  a nd a ddre s s , routing

60.

17

18

19

number, account number, and the account holder's name.

61. The  inve s tme nt contra ct offe re d to UC 2 by McCla in wa s  not re gis te re d with the

20

21

Commis s ion a s  a  s e curity.

McCla in  ne ve r d is c los e d  to  UC 2  tha t,  a s  o f J u ly 2014 , McCla in  ha d  pre vious ly

22 e nte re d in to  a  s imila r a gre e me nt with  Inve s tors  1 , 2 , a nd 3 , a nd tha t McCla in  los t mos t of the ir

62.

23 inve s tme nt mone y.

McCla in ne ve r dis clos e d to UC 2 tha t McCla in ha d promis e d to re imburs e  Inve s tors24 63.

25 1 a nd 3 for a ny los s e s  the y s us ta ine d, but la te r fa ile d to s a tis fy thos e  promis e s .

26

6
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I 64. McCla in ne ve r inquire d a s  to UC 2's  fina ncia l circums ta nce s  or whe the r UC 2 was

2 a n  a c c re d ite d  in ve s to r .

3 II.

4 CONCLUS IONS  OF LAW

5 65. The Commission has jurisdiction over this  matter pursuant to Article  XV of the  Arizona

6 Constitution, the  Securities  Act, and the  IM Act.

66.7 Re sponde nt offe re d se curitie s  nth in or firm Arizona , within the  me a ning of A.R.S .

8

9 67.

1 0

68.

1 2

13 69.

.14

1 5

1 6

1 7

1 8

§§44-1801(15) and 44-180l(26).

Respondent violated A.R.S. § 44-1841 by offering securities that were neither

registered nor exempt from registration.

Respondent violated A.R.S. § 44-1842 by offering securities while neither registered

as a dealer or salesman nor exempt from registration.

Respondent violated A.R.S. § 44-1991 by, in connection with the otTer of securities

within or from Arizona, directly or indirect: (i) employing a device, scheme, or artifice to defraud, (ii)

making untrue statements of material fact or omitting to state rnateriai facts that are necessary in order

to make the statements made not misleading in light of the circumstances under which they are made,

or (iii) engaging in transactions, practices, or courses of business that operate or would operate as a fraud

or deceit upon offerer and investors. Respondent's conduct includes, but is not limited to, the

1 9 fo llo win g :

20

2 1

22

23

24

25

a ) Representing to UC 1 tha t the  inves tment s tra tegy employed a  "ve ry unique

structure  focusing on protecting investment capita l" while  intending to trade  in highly vola tile  fore ign

curre ncy ma rke ts  a nd omitting tha t the  inve s tme nt s tra te gy ha d los t ne a rly a ll of Inve s tor 1's  a nd

Investor 2's  investments ,

b ) Representing to UC l tha t a  20% to 30% re turn was expected but omitting that

the  investment stra tegy had lost nearly a ll of Investor l's  and Investor 2's  investments,

26

7

.i
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1

2

3

c) Representing to UC 1 tha t "the  risk s tructure  tha t I have  in place  is  se t up to

a llow the  principle  [s ic] inve s tme nt to re ma in inta ct" but omitting tha t the  inve s tme nt s tra te gy

re quire d risk to the  principa l, a nd tha t the  inve s tme nt s tra te gy re sulte d in Inve s tors  I a nd 2 los ing

4

5

ne a rly a ll of the ir principa l;

d) Promising UC 1 that he would be reimbursed for certain losses but omitting that

6

7

8

he had failed to satisfy a  similar promise to Investor 1; and

e ) Representing to UC 2 that his investment would double in two to four weeks but

omitting tha t the  investment s tra tegy had los t nearly a ll of Investor I's , Investor 2's , and Investor 3's

investments.9

1 0 70.

11

1 2

1 3

1 4

1 5

16

1 7

1 8

19

20

2 1

22

23

24

25

Respondent violated A.R.S. § 44-3241 by engaging in a transaction or transactions

within or from Arizona involving the provision of investment advisory services in which Respondent

was, directly or indirectly: (i) employing a device, scheme, or artifice to defraud; (ii) rnaldng untrue

statements of material fact or omitting to state material facts that are necessary in order to make the

statements made not misleading in light of the circumstances under which they are made; (iii)

misrepresenting professional qualifications with the intent that the client rely on the misrepresentation,

or (iv) engaging in transactions, practices, or courses of business that operate or would operate as a fraud

or deceit. Respondent's conduct includes, but is not limited to, the following:

a) Representing to UC 1 that the investment strategy employed a "very unique

structure focusing on protecting investment capital" while intending to trade in highly volatile foreign

currency markets and omitting that the investment strategy had lost nearly all of Investor l's arid

Investor 2's investments,

b) Representing to UC 1 that a 20% to 30% return was expected but omitting that

the investment strategy had lost nearly all of Investor 1's and Investor 2's investments,

c) Representing to UC 1 that "the risk structure that I have in place is set up to

allow the principle [sic] investment to remain intact" but omitting that the investment strategy

26

8
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1 re quire d ris k to the  principa l, a nd tha t the  inve s tme nt s tra te gy re s ulte d in Inve s tors  1 a nd 2 los ing

2

3

.  a l,. ca Pf their pnnl on€8t1Y a1

d)
P romis ing UC 1 tha t he  would be  re imburs ed for ce rta in los s e s  but omitting tha t

4

5

6

7

he had failed to satisfy a similar promise to Investor 1, and

e) Representing to UC2 that his investment would double in two to four weeks but

omitting that the investment strategy had lost nearly all of Investor 1's, Investor 2's, and Investor 3's

investments,

8 Respondent's conduct is grounds for a cease and desist order pursuant to A.R.S. §§44-

2032 and 44-3292.

71.

9

10 Respondent's conduct is grounds for admillistrative penalties under A.R.S. §§ 44-

2036 and 44-3296.

72.

11

12 111.

13 O R D E R

14

15

THEREFORE, on the  ba s is  of the  Findings  of Fa ct a nd Conclus ions  of La w, the  Commis s ion

finds  tha t the  following re lie f is  a ppropria te , in the  public inte re s t, a nd ne ce s s a ry for the  prote ction of

16 inv s to rs  :

17

18

19

20

21

22

23

IT IS ORDERED, pursuant to A.R.S. §§ 44-2032 and 44-3292, that Respondent, and any of

Responclent's agents, employees, successors and assigns, permanently cease and desist from

violating the Securities Act and IM Act.

IT IS FURTHER ORDERED, pursuant to A.R.S. §§ 44-2036 and 44-3296, that Respondent

shall pay an administrative penalty in the amount of $12,000. Payment is due in full on the date of

this Order. Payment shall be made to the "State of Arizona." Any amount outstanding shall accrue

interest as allowed by law.

24

25

26

9

l l
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1 IT IS  FURTHER ORDERED tha t this  Orde r sha ll become  e ffective  immedia te ly.

2 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION

3

4 CHAIRMAN LITTLE COMMIS S IONER S TUMP

COMMIS S IONER FORES E COMMIS S IONER TOBIN COMMIS S IONER BURNS

IN WITNES S  WHEREOF, I,  J ODI A. J ERICH, Exe cutive
Dire c to r o f the  Arizona  Corpo ra tion  Commis s ion , ha ve
he re unto s e t my ha nd a nd ca us e d the  officia l s e a l of the
Commission to be  affixed a t the  Capitol, in the  City of Phoenix,
this _ da y of , 2016

5

6

7

8

9

10

11

12

13

14
15
16 DISSENT

17

18 DISSENT

J 6D1 A. J ERICH
EXECUTIVE DIRECTOR

19

20

21
(SCB)

22

23

24

25

26

This  docume nt is  a va ila ble  in a lte rna tive  forma ts  by conta cting S ha ylyn A. Be rna l, ADA
Coordina tor, voice  phone  numbe r 602-542-3931 , e -ma il s a be r\l@ a z c c .gov .

10
Decision No.
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Se rvice  Lis t for: Gre gory McCla in1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

21

22

23

24

25

2 6

Gregory McCla in
5904 Vintage Oaks Pass
Ma ble ton, GA 30126
Respondent

11
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

DQUG LITTLE .- Chairman
BOB STUMP
BOB BURNS

TOM FORESE
ANDY TOBIN

DOCKET no. S-20975A-16-0208

l

2

3

4

5

6

7 In the  ma tte r of:

8 GREGORY ALLEN MCCLAIN,

9 Respondent.

10 ' -

11 On this  ll'*' day of October, 2016, the  foregoing document was  filed with Docke t Control a s

12 a  Securities  Divis ion Memorandum & Proposed Order, and copies  of the  foregoing were  mailed on

13 beha lf of the  Securitie s  Divis ion to the  following who have  not consented to email se rvice . On this

14 da te  or as  soon as  possible  thereafte r, the  Commission's  eDocke t program will automatica lly email

15 a  link to the  foregoing to the  following who have  consented to email se rvice .
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NOTICE OF FILING OF PROPOSED
OPEN MEETING AGENDA ITEM

Gregory McClain
5904 Vintage Oaks Pass
Mableton, GA 30126
Respondent
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